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Minnesota Ballpark Authority
Hennepin County, Minnesota
Notes to the Basic Financial Statements
December 31, 2007 and 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

The MBA reports the following major governmental funds:

e The General Fund is the MBA's primary operating fund. It accounts for all financial resources of the
general government except those required to be accounted for in another fund.

s The Capital Project Fund accounts for the activity relating the design and construction of the ballpark.

Cash and Investments

The MBA's cash in the Capital Project Fund is deposited in a trust account at Wells Fargo Bank and
subject to the requirements of the Ballpark Disbursing Agreement and the Agreement and Declaration of
Trust for Ballpark Construction Funds Trust (Construction Trust). Under the Construction Trust, all
investments are to be made in money market mutual funds that are permitted under Minnesota Statutes
Chapter 118A.

The MBA'’s cash in the General Fund is pooled and invested with Hennepin County. Hennepin County
obtains collateral to cover deposits in excess of insurance coverage. Investments are stated at fair value.
The fair value of investments is determined annually and is based on current market prices received from
broker dealers. State law authorizes Hennepin County to invest in the following instruments:

United States Treasury obligations

Federal agency issues

Repurchase agreements

Reverse repurchase agreements

Certificates of deposit

General obligations of state, local, and housing finance agencies that are rated "A" or better by a
national bond rating service

Revenue obligations of any state or iocal government that are rated "AA" or better by a national
bond rating service

Bankers acceptances

Commercial paper

Futures contracts

Guaranteed investment contracts

Options

Shares of certain investment companies

Receivables and Payables

Certain receivables result from activities relating to the ballpark project cash flows. These are short-term
in nature and generally repaid within the same operating cycle.

Accrued liabilities result from employee payroll related obligations due at the end of the period.
Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as
prepaid items in the government-wide financial statements.
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Minnesota Ballpark Authority
Hennepin County, Minnesota
Notes to the Basic Financial Statements
December 31, 2007 and 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES —~ CONTINUED

Capital Assets

Capital assets are reported in the government-wide financial statements. Such assets are recorded at
cost or estimated historical cost if purchased or constructed. Donated capital assets are recorded at their
estimated fair value at the date of donation. MBA’s capitalization threshold is $500,000 for buildings and
infrastructure and $5,000 for equipment and improvements. During construction of the ballpark, all project
costs are capitalized as part of the ballpark land and structure. The cost of normal maintenance and
repairs that do not add to the value of the asset or materially extend assets’ lives are not capitalized.
Capital assets of the MBA are depreciated using the straight-line method. Estimated life assigned to land
improvements and buildings is 20-50 years. Estimated life assigned to furniture and fixtures is 3 to 10
years.

Employee Compensated Absences

It is the MBA's policy to permit employees to accumulate earned but unused leave time. Under certain
conditions, employees are compensated upon termination of employment for their accumulated leave
time up to a maximum number of hours.

Accumulated leave time is reported as an expense and an accrued liability as the benefits accrue to
employees in the government-wide financial statements. The MBA records this liability under the first in,
first out method of accounting. All amounts accrued at December 31 are expected to be used in the
following year.

Fund Balance and Net Assets

in the fund financial statements, governmental funds report reservations of fund balance for amounts that
are not available for appropriation or are legally restricted by outside parties for use for a special purpose.
Designations of fund balance represent tentative management plans that are subject to change.

On the statement of net assets, the portion of net assets that is invested in capital assets net of related
debt is reported separately. Restricted net assets are reported for amounts that are legally restricted by
outside parties to be used for a specific purpose.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United' States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenditures during the reporting
period. Actual results could differ from these estimates.
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Minnesota Ballpark Authority
Hennepin County, Minnesota
Notes to the Basic Financial Statements
December 31, 2007 and 2006

2. RECONCILIATION OF GOVERNMENT-WIDE AND GOVERNMENTAL FUND FINANCIAL
STATEMENTS

Explanation of certain differences between the governmental fund balance sheet and the
government-wide statement of net assets:

The basic financial statements include a reconciliation of the governmental fund balance sheet to the
statement of net assets. One element of that reconciliation relates to capital assets, which consists of the

following:
2007 2006
Governmental fund capital assets $ 111,515,492 % -
Governmental fund accumulated depreciation (17,934) -
Total capital assets reconciliation item $ 111,497,558 $ -

Other elements relate to the accrual at the government-wide level of certain prepaid expenditures and
liabilities due to a difference in measurement focus. These consist of the following:

2007 2006
Governmental fund expenditures benefiting future periods $ 77,573 $ 77,576
Expenses reported in the statement of activities that do not require the
use of current financial resources (20,578) (5,776)
Total measurement focus reconciliation item $ 56,995 $ 71,800

3. CASH

Deposits

As of December 31, 2007, the MBA’s General Fund had $27,758 on deposit with Hennepin County. It is
Hennepin County’s policy to follow Minnesota Statute 118A.03, which states that to the extent that funds
deposited are in excess of available federal deposit insurance, the County must require the financial
institution to furnish collateral security or a corporate surety bond. All collateral must be placed in
safekeeping in a restricted account at a Federal Reserve Bank, or in an account at a trust department of a
commercial bank or other financial institution not owned or controlled by the financial institution furnishing
the collateral.

Custodial credit risk is the risk that in the event of a financial institution failure, the MBA's deposits may

not be returned to it. The MBA does not have a deposit policy for custodial credit risk outside of deposit
policies developed by and adhered to by Hennepin County.
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Minnesota Ballpark Authority
Hennepin County, Minnesota
Notes to the Basic Financial Statements
December 31, 2007 and 2006

3. CASH -- CONTINUED

Investments

Ballpark project contributions made to the Capital Projects Fund are deposited to a trust account at Wells
Fargo Bank, as Trustee of the Trust, (Trustee) and subject to the requirements of the Ballpark Disbursing
Agreement and the Agreement and Declaration of Trust for Ballpark Construction Funds Trust
(Construction Trust). Under the Construction Trust, all investments are to be made in money market
mutual funds that are permitted under Minnesota Statutes Chapter 118A, can be liquidated daily, have a
fixed share redemption value, and have a credit rating issued by a nationally recognized ratings analysis
service in the highest short-term rating category of such service. If and to the extent any funds are
uninvested and held in a demand or time deposit account maintained with the Trustee's banking
department, the amount of such funds deposit shall be secured by collateral pledged by the Trustee as
required by Minnesota Statutes Section 118A.03.

Custodial credit risk for investments is the risk that, in the event of the failure of the counterparty to a
transaction, a government will not be able to recover the value of investment or collateral securities that
are in the possession of an outside party. At December 31, 2007, none of the MBA's investments were
subject to custodial credit risk.

Concentration of credit risk is the risk of loss that may be caused by the MBA’s investment in a single
issuer. At December 31, 2007, the MBA held $104,450,885 in the Wells Fargo Advantage Government
Money Market Fund.

Interest rate risk is the risk that changes in the market interest rates will adversely affect the fair value of
an investment. At December 31, 2007, none of the MBA'’s investments were subject to interest rate risk.

Generally, credit risk is the risk that an issuer of an investment will not fuffill its obligation to the holder of
the investment. This is measured by the assignment of a rating by a nationalily recognized statistical
rating organization. At December 31, 2007, none of the MBA'’s investments were subject to credit risk.

4. RECEIVABLES

Other receivables consist primarily of reimbursements expected for advanced project costs.
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Minnesota Ballpark Authority
Hennepin County, Minnesota
Notes to the Basic Financial Statements
December 31, 2007 and 2006

5. CHANGES IN PROPERTY AND EQUIPMENT

Capital asset activity for the year ended December 31, 2007, was as follows:

Balance Balance
January 1, December 31,
2007 Additions Deletions 2007

Capital assets not depreciated:
Land $ - $ 40,250,712 $ - $ 40,250,712
Construction in progress - land
improvements

P - 51,936,695 - 51,936,695
Construction in progress - ballpark
structure

- 19,196,293 - 19,196,293

Total capital assets not depreciated _ 111.383.700 _ 111.383.700
Capital assets depreciated:
Leasehold improvements } 71.321 B 71 321
Furniture and equipment } 60.471 } 60.471
Less accumulated depreciation } (17,934) _ (17,934)
Total capital assets depreciated, net - 113,858 - 113,858
Capital Assets, Net $ - $ 111,497,558 $ - $ 111,497,558

6. DUE TO HENNEPIN COUNTY

Hennepin County has loaned cash to the MBA when needed. The amount is repaid when cash flow
allows, generally within the same operating cycle. No interest is charged by Hennepin County on these
loans. The amount owed to Hennepin County at December 31, 2007, was $969,825. This amount was
repaid in 2008. At December 31, 2006, $284,908 was owed to Hennepin County. This amount was
repaid in 2007.

7. LONG-TERM OBLIGATIONS

Changes in long-term obligations for the year ended December 31, 2007, are as follows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Governmental Activities
Compensated
Absences $5,776 $20,578 $5,776 $20,578 $20,578
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Minnesota Ballpark Authority
Hennepin County, Minnesota
Notes to the Basic Financial Statements
December 31, 2007 and 2006

7. LONG-TERM OBLIGATIONS - CONTINUED

Changes in long-term obligations for the year ended December 31, 2006 are as follows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Governmental Activities
Compensated
Absences $0 $5,776 $0 $5,776 $5,776

8. DESIGNATED FUND BALANCE

Designations of fund balance represent tentative management plans that are subject to change. In 2007,
the MBA board passed a resolution designating $1,000,000 of unrestricted cash in the capital projects
fund for assistance with efforts to achieve Leadership in Energy and Environmental Design (LEED)

certification for the ballpark project.

9. RESTRICTED NET ASSETS

The use of restricted net assets is subject to constraints that are externally imposed by creditors,
grantors, contributors, laws, or regulations. Restrictions indicate that the net assets may only be used for
a specific purpose that is narrower than the purpose of the reporting unit. Restricted net assets are
reduced by liabilities related to those assets. Restricted net assets that are reported in the Statement of
Net Assets may differ from the reserved fund balance shown in the Governmental Funds Balance Sheet.
The restriction for ballpark construction is shown at the government-wide level, but not at the fund level
due to the different reporting perspective. Government-wide restricted net assets at December 31, 2007,

total $89,338,279. There were no government-wide restricted net assets at December 31, 2006.

10. RISK MANAGEMENT

The MBA is exposed to various risks of loss related to general and professional liability torts; and theft of,
damage to, and destruction of assets. Commercial property insurance is purchased by the MBA to cover
the MBA'’s buildings, money, and securities, subject to deductible amounts. Settled claims from insured

losses for the MBA have not exceeded commercial insurance coverage for the past three years.

In order to manage the project's construction risk, the Minnesota Twins and the MBA have agreed to use
an owner controlled insurance program. In this program, the project owner purchases insurance for all
subcontractors in the project and requires these subcontractors to reduce their bid price by the amount of

their insurance costs. At the end of 2007, claims have not exceeded budgeted project costs.
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Minnesota Ballpark Authority
Hennepin County, Minnesota
Notes to the Basic Financial Statements
December 31, 2007 and 2006

11. COMMITMENTS

Construction and Other Commitments

The MBA has entered into a variety of agreements relating to building and managing the new Minnesota
Twins Ballpark. The MBA has committed to contributing funds to the project in the amount of
$350,000,000. The $350,000,000 is granted to the MBA from Hennepin County (the County) under the
terms of a grant agreement between the MBA and the County.

Under the development agreement as amended in April, 2008, between the MBA, the County, and the
Minnesota Twins, LLC, (the Twins), the total project cost is $517,529,185, an increase of $37,529,185
from the original budget. The Twins have entered into a $391,018,213 construction agreement with M.A.
Mortenson Company for the building of the stadium. As of December 31, 2007, approximately $32 million
had been spent against this contract.

Upon completion of the new stadium, the MBA will have certain limited obligations under the Ballpark
Lease Agreement between the MBA and the Twins. The Twins will manage the stadium and will be
responsible for all operating expenses.

Contribution Commitment Arising from Estimates Used in Allocation of Property Ownership

Construction of the Minnesota Twins Ballpark is funded by a public contribution consisting primarily of
grants from Hennepin County to the MBA under a grant agreement (as described above) and
contributions received from the Twins. Pursuant to the amended development agreement among the
MBA, the Twins and the County, the Twins have agreed to contribute toward ballpark costs the $130
million required by the ballpark statute and, in addition, $22,529,185 for ballpark enhancements, for a
total of $152,529,185, as well as paying for all cost overruns. The initial $45 million portion of the Twins
Ballpark Contribution was deposited in the Construction Trust (refer to note 3) in May, 2007, and was
mandated by law and the development agreement to be spent for the first ballpark costs. The schedule of
capital asset activity shown in note 5, as well as the foregoing Statement of Net Assets at December 31,
2007, include the initial $45 million capital contribution of the Twins as a construction-in-progress asset of
the MBA. The capital contribution of the Twins is shown as MBA revenue on the Statements of
Governmental Funds Revenues, Expenditures, and Changes in Fund Balances and Statement of
Activities.

The Principles of Agreement between the Twins and the County (as thereafter amended and restated
among the Twins, the County and MBA), which formed the basis for many substantive provisions of the
ballpark law, provided in particular that the Twins’ contribution for ballpark costs could be structured, as
prepaid rent or otherwise, to provide maximum benefit to allow the Team to remain competitive. This
principle was given effect in part through a provision in the Ballpark Lease Agreement between the MBA
and the Twins which permits the Twins, following completion of construction, to designate (subject to the
MBA's reasonable approval) items representing certain categories of discrete, tangible personal property,
in an amount up to the Twins Ballpark Contribution, which will be deemed owned by the Twins to permit
the Twins to claim depreciation deductions and other tax benefits which may be available with respect to
such property.
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Minnesota Ballpark Authority
Hennepin County, Minnesota
Notes to the Basic Financial Statements
December 31, 2007 and 2006

COMMITMENTS — CONTINUED

As noted, such designation of the Twins’ property will not occur until after completion of construction of
the ballpark. Pending completion and such designation, amounts constituting the Twins Ballpark
Contribution will continue to be reflected, as is the case for the initial $45 million, on the MBA financial
statements as assets or revenues of MBA, as appropriate ahd when deemed to be used for the balipark
structure owned by the MBA. Contributions used for assets estimated to be Twins’ property will not be
reflected in the financial statements of the MBA. At such time as completion of construction and
designation of the Twins’ property occurs, any amounts up to the Twins Ballpark Contribution, including
the initial $45 million contribution which has been included in the assets and revenues of MBA for
financial statement purposes (as well as subsequent amounts constituting the remaining Twins Ballpark
Contribution) estimated and reflected as MBA assets, but later determined to be assets of the Twins will
be shown as a contribution to the Twins.

Office Space Lease

The MBA has entered into a cancellable lease agreement with the Minneapolis Grain Exchange for office
space for the MBA. The lease term runs from January 1, 2007, through December 31, 2010, and is
cancellable with 90 days notice any time after the second year of the lease. The MBA made operating
lease payments in 2007 of $29,466. (No lease payments were made in 2006.) The following is a
schedule of future minimum operating lease payments:

2008 $34,377
2009 $30,288
2010 $44,199

The MBA is also committed to paying a proportionate share of the operating costs of the office space.

EMPLOYEE RETIREMENT SYSTEMS

Employees are covered by a statewide, defined benefit pension plan administered by the Public
Employees Retirement Association of Minnesota (PERA).

Plan Description

All full-time and part-time employees in permanent positions at the MBA are required to participate in
PERA. PERA administers the Public Employees Retirement Fund (PERF), which is a cost-sharing,
multiple-employer retirement plan. This plan is established and administered in accordance with
Minnesota Statutes, Chapters 353 and 356.

PERF members belong to either the Coordinated Plan or the Basic Plan. Coordinated Plan members are
covered by Social Security and Basic Plan members are not. All new members must participate in the
Coordinated Plan.

PERA provides retirement benefits as well as disability benefits to members, and benefits to survivors
upon death of eligible members. Benefits are established by State Statute, and vest after three years of
credited service. The defined retirement benefits are based on a member’s highest average salary for any
five successive years of allowable service, age, and years of credit at termination of service.
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Minnesota Ballpark Authority
Hennepin County, Minnesota
Notes to the Basic Financial Statements
December 31, 2007 and 2006

12. EMPLOYEE RETIREMENT SYSTEMS — CONTINUED

Two methods are used to compute benefits for PERF’s Coordinated and Basic Plan members. The
retiring member receives the higher of a step-rate benefit accrual formula (Method 1) or a level accrual
formula (Method 2). Under Method 1, the annuity accrual rate for a Basic Plan member is 2.2 percent of
average salary for each of the first 10 years of service and 2.7 percent for each remaining year. The
annuity accrual rate for a Coordinated Plan member is 1.2 percent of average salary for each of the first
10 years and 1.7 percent for each remaining year. Under Method 2, the annuity accrual rate is 2.7
percent of average salary for Basic Plan members and 1.7 percent for Coordinated Plan members for
each year of service. For any PERF members hired prior to July 1, 1989, whose annuity is calculated
using Method 1, a full annuity is available when age plus years of service equal 90. Normal retirement
age is 65 for Basic and Coordinated members hired prior to July 1, 1989. Normal retirement age is the
age for unreduced Social Security benefits capped at 66 for Coordinated members hired on or after July
1, 1989. A reduced retirement annuity is also available to eligible members seeking early retirement.

There are different types of annuities available to members upon retirement. A single-life annuity is a
lifetime annuity that ceases upon the death of the retiree--no survivor annuity is payable. There are also
various types of joint and survivor annuity options available, which will be payable over joint lives.
Members may also leave their contributions in the fund upon termination of public service in order to
qualify for a deferred annuity at retirement age. Refunds of contributions are available at any time to
members who leave public service, but before retirement benefits begin.

The benefit provisions stated in the previous paragraphs of this section are current provisions and apply
to active plan participants. Vested, terminated employees who are entitled to benefits but are not
receiving them yet are bound by the provisions in effect at the time they last terminated their public
service.

PERA issues a publicly available financial report that includes financial statements and required
supplementary information for PERF. That report may be obtained on the web at mnpera.org, by writing
to PERA at 60 Empire Drive #200, St. Paul, Minnesota, 55103-2088 or by calling (651) 296-7460 or 1-
800-652-9026.

Funding Policy

Minnesota Statutes Chapter 353 sets the rates for employer and employee contributions. These statutes
are established and amended by the state legislature. The MBA makes annual contributions to the
pension plan equal to the amount required by state statutes. PERF Basic Plan members and Coordinated
Plan members are required to contribute 9.10% and 5.75%, respectively, of their annual covered salary in
2007. Contribution rates in the Coordinated Plan will increase in 2008 to 6.00%. The MBA is required to
contribute the following percentages of annual covered payroll: 11.78% for Basic Plan PERF members
and 6.25% for Coordinated Plan PERF members. Employer contribution rates for the Coordinated Plan
will increase to 6.5%, effective January 1, 2008. The MBA's confributions to PERF for the years ending
December 31, 2007 and 2006, were $13,678 and $3,907, respectively. The MBA's contributions were
equal to the contractually required contributions for each year as set by state statute.
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Minnesota Ballpark Authority
Hennepin County, Minnesota
Schedule of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual
General Fund
For the Year Ended December 31, 2007

2007
Variance with
Budgeted Amounts Final Budget
Positive
Original Final Actual (Negative)
REVENUES
Contribution from Hennepin County $ 2289600 $ 2030429 $ 2,146,131 $ 115,702
Total revenues 2,289,600 2,030,429 2,146,131 115,702
EXPENDITURES
Current
Culture and recreation
Personal services 434,800 285,000 286,760 ' (1,760)
Commodities 3,000 35,800 44,139 (8,339)
Contractual services 1,645,800 1,461,255 1,357,518 103,737
Other 186,000 115,755 119,095 (3,340)
Capital Outlay 20,000 132,619 131,792 827
Total expenditures 2,289,600 2,030,429 1,939,304 91,125
Net change in fund balance - - 206,827 206,827
Fund Balance - Beginning (305,160) (305,160) (305,160) -
Fund Balance - Ending $ (305,160) $ (305,160) $ (98,333) $ 206,827

The notes to the required supplementary information are an integral part of these statements.
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Minnesota Ballpark Authority
Hennepin County, Minnesota
Notes to Required Supplementary Information
December 31, 2007

Legal Compliance — Budgets

Budgets are adopted on a basis consistent with accounting principles generally accepted in the United
States of America. Annual appropriated budgets are adopted for the general fund based on the modified
accrual basis of accounting. All annual appropriations lapse at year-end to the extent that they have not
been expended.

In accordance with the Grant Agreement Regarding Ballpark Project, the MBA Board must adopt and
submit a proposed budget to the Hennepin County Board by August of each calendar year. Any changes
in the budget must be within the revenues and reserves estimated or the revenue estimates must be
changed by a vote of the Board. Expenditures may not legally exceed budgeted appropriations.
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